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SUBJECT: SUMMARY PROGRAM DESCRIPTION FOR THE NON-CONTRIBUTORY
NATIONAL RETIREMENT PROGRAM

Attached is the Summary Program Description (SPD) for Blue Cross and Blue Shield of Florida's
Non-Contributory National Retirement Program. This SPD for the retirement program has been
updated in response to recent changes in the federal laws that include:
• a change in the Social Security offset provisions to delete the use of a maximum Social
Security offset, and a corresponding minimum benefit provision to protect benefits accrued
through December 30, 1994;
• the addition of a minimum benefit provision resulting from the reduction in the maximum
compensation limit to $150,000; and
• the addition of the current direct rollover rules.
Should you have any questions concerning this program, please contact either Shirley Troutman
at 904/791-6408 or Kim Peri Lambert at 904/791-6790 in the Compensation and Benefits
department.
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Blue Cross and Blue Shield of Florida, Inc. is an Independent Licensee of the Blue Cross and Blue Shield Association.

SUMMARY OF MATERIAL MODIFICATIONS
Non-Contributory Retirement Program for Certain Employees of Blue Cross
and Blue Shield of Florida, Inc.
Employer Identification Number: #59-2015694
Program Number: #001

An Independent licensee of the Blue Cross and Blue Shield Association

The following changes some of the information in the Retirement Program
Summary Program Description you previously received. This summary should be
kept with your Retirement Program Summary Program Description to update it.
The following provision includes changes effective December 1, 1995:
How Do I File a Claim for My Retirement Benefits?
You should submit an application for pension benefits approximately 60 days before
the pension payments are to begin. Your Human Resources representative has
these forms. You will also receive a Special Tax Notice describing your tax options
and a Notice of Methods of Payment for Your Retirement Benefit, which describes
the optional methods of payment. When you submit your application for pension
benefits, you need to provide a copy of your birth certificate and, for joint pensions,
your beneficiary's birth certificate.
Once you receive the Methods of Payment Notice, you should elect your payment
method between 30 and 90 days prior to your retirement effective date. Your
election cannot be made more than 90 days prior to the date your retirement benefit
is effective. By law, you are entitled to a period of at least 30 days during which you
may consider your payment method, and, therefore, your retirement benefit cannot
begin to be paid until at least 30 days after you receive the Notice of Methods of
Payment. If you elect a lump sum payment (with spousal consent, if you are
married), th·e lump sum may be paid to you or directly rolled over to an IRA or to your
subsequent employer's qualified program at least 30 days after your receipt of the
Notice of Methods of Payment. If you do not submit your request at least 30 days
prior to your retirement date, your benefits may not start on time.
While by law, you have at least 30 days from receiving the Notice to consider your
method of payment, under certain circumstances you can elect to have your pension
commence before the end of the 30-day period. Specifically, your pension can
begin anytime after the seventh day following the day you receive the Methods of
Payment Notice, provided that:

•

you, with your spouse's consent, have elected a method of payment on the
appropriate application form;

•

you are informed of the 30-day period during which you may consider your
payment method;

•

your retirement effective date (always the first day of a month) must be a date
after you are provided with the Methods of Payment Notice;

•

your election is revocable until the later of your effective date of retirement or the
expiration of the seven-day period that begins the day after you receive the
Methods of Payment Notice.
For example. let's assume you are a married participant and you receive
the Methods of Payment Notice on November 2a� You decide (with
· spousal consent) on December 2 to waive future benefit payments to
your spouse. Instead, you elect a monthly pension just for your life.
Then, the benefit commencement date is permitted to be December 1,
provided that the first payment is made no earlier than December 6 and
you do not revoke the election before that date.
In this instance, it would not be possible to pay your monthly pension on
December 1 as al I monthly payments are made the first day of the month.
instead, you would receive your first monthly payment January 1
retroactive to December 1. If you elect a lump sum, it would be payable
as soon as practicable after December 6.

You can change your election of a method of payment during the 90 day period
ending on the date your pension is effective. You cannot change your method of
payment once payment of your retirement benefit has been made or begun. If you
are married, your spouse must consent to your election if you do not elect a method
of payment which provides lifetime benefits to your spouse upon your death.
If you elect a lump sum, you also need to decide about a rollover or tax withholding.
When you submit your application for benefits. you need to elect whether part or all
of the lump sum payment is to be distributed to you or directly rolled over to your
subsequent employer's program or an IRA. You should also make a tax treatment
election. If you fail to make a tax election or if you elect that part or all of your
distribution be paid to you, federal law requires the Program to withhold 20% of the
payment made to you. This amount is then sent to the IRS as income tax
withholding to be credited against your taxes. See "A Word About Taxes" for more
information.

The following two provisions include changes effective July 1, 1996:
Social Security Benefit
Both you and your employer contribute to the Social Security system over your
working career. This gives you the right to receive a benefit from Social Security
when you retire.
Because employers also contribute to Social Security, retirement programs often use
a percent of the Social Security benefit as a credit against the retirement benefit.
The benefit formula just described explains the way the credit works in this Program.
When you retire at or before age 65, the Program Administrator will estimate your
age 65 Social Security benefit which will be used to calculate your Program benefit.
If you retire after age 65, your Social Security Benefit as of your actual retirement
date will be used. If you think the estimate of your Social Security benefit is too high
(meaning it lowers your Retirement Program benefit) you may submit an actual
earnings history obtained from the Social Security Administration to allow a
recalculation of your benefit.
Send this earnings history to the Program Administrator. The Program Administrator
will then calculate your age 65 Social Security award from this earnings history and
compare it to the amount initially used to calculate your benefit. If appropriate, the
Administrator will make an adjustment to your pension so that you receive your
proper pension entitlement.
Lump Sum Distribution Method of Payment
You may choose to receive your pension benefits in one lump sum payment.
Choosing a lump sum is a very important decision because you lose the protection of
a guaranteed lifetime income. The lump sum payment is equal actuarially to the
Lifetime Only Pension. Effective July 1, 1996, actuarial equivalents are determined
using assumptions specified by the IRS as to life expectancy and an interest rate
which is based on the average yield on 30-year Treasury bonds. The interest rate
for calculating lump sum distributions under the Program may change as of each
January 1, April 1, July 1 and October 1. The specific interest rate used in
determining a lump sum payment is based on the average yield on 30-year Treasury
bonds for the fifth calendar month preceding the quarterly change date.
Since your lump sum payment is determined in part by an interest rate that may
change each quarter, the final payment amount may be higher or lower than a prior
estimate depending upon the interest rate used. The Program provides a booklet
which explains more about the lump sum payment and how the interest rate is
determined. Make sure to read this booklet before you elect a lump sum payment.

Since the Program has changed the method of determining lump sums effective July
1, 1996, there are two transition benefits and a minimum benefit that may apply.
•

Federal law provides for a transitional benefit which applies to retirements
effective beginning July 1, 1996 through June 1, 1997. This benefit is calculated
using the interest rate in effect for the quarter in which your retirement date is
effective or the interest rate as of the January of the beginning of the year in
which your retirement is effective, whichever is more favorable for you.

•

There is another transition benefit that applies if you retire effective between July
1, 1996 and December 1, 1996. In that case, your lump sum benefit will be the
higher of the benefit calculated using the new lump sum calculation method or the
lump sum calculation method in effect on June 30, 1996.

•

Lastly, a minimum benefit applies to you if you were an active vested participant
on June 30, 1996, ·and retire on or before December 1, 1998. The minimum
benefit is based on your benefit earned as of June 30, 1996, using the interest
rate and program provisions that were in effect at that time, but based on your
age as of the effective date of your retirement.
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Sponsored by

Blue Cross and Blue Shield of Florida, Inc.

An independent licensee of the Blue Cross and Blue Shield Association

Program Trustee
(Holds Program assets and makes benefit payments.):
Bankers Trust Company of New York
P. 0. Box 1250
Church Street Station
New York, New York 10008
Program Actuary
(Advises your employer how much to contribute to the Program each year to
meet legal funding requirements. The amount is calculated using an approved
funding method and reasonable actuarial assumptions.):
The Wyatt Company
Chicago, Illinois
Program Year:

January 1 to December 31

Program Number:

001

Agent for Service of Legal Process
Legal process may be served on:
Executive Director
National Employee Benefits Administration
Blue Cross and Blue Shield Association
676 North St. Clair Street
Chicago, Illinois 60611
In addition, legal process may be served on the Program Administrator or
the Program Trustee.
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HOW IS THE PROGRAM FUNDED AND
ADMINISTERED?

Your Retirement Program

The Program is a defined benefit pension program. It is called the Non
Contributory Retirement Program for Certain Employees of Blue Cross and
Blue Shield of Florida, Inc. because it is funded solely by your employer. You
do not pay anything to be covered by the program.

Program Administrator:
National Employee Benefits Committee
Blue Cross and Blue Shield Association
676 North St. Clair Street
Chicago, Illinois 60611
(312)440-6431

Introduction
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Highlights of Your Program

2

Estimating Your Income Needs After Retirement
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When Do I Become A Participant in the Program?

5

When May I Retire?
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How Much Will My Retirement Benefit Be?

6
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Income Needs Once You Retire
Your Retirement Income
Eligibility
Program Participation

Program Sponsor:

Normal Retirement
Early Retirement
Retirement after Normal Retirement Date

Blue Cross and Blue Shield of Florida, Inc.
532 Riverside Avenue
Jacksonville, Florida 32202
(904) 791-6111

Final Average Salary
Social Security Benefit
Credited Service
Calculation Example for Normal Retirement Benefit
If You Were a Participant in the Retirement Program
on December 31, 1994
Service With Another Blue Cross and/or Blue Shield Plan
Maximum Benefits
To Ensure Fairness

Employer Identification Number: 59-2015694
In addition, Florida Combined Insurance Agency, Inc. (EIN #59-1098056)
participates in the Program aiong with Blue Cross and Blue Shield of Florida,
Inc.

Type of Pension Program
Defined benefit pension program

What Will My Benefit Be If I Retire Early?
Type of Administration

What If I Continue Working After My Normal
Retirement Date?

Contract administration

Program Funding
Your employer's retirement program does not require employee
contributions; it is funded solely by employer contributions at no cost to you.
Your employer makes contributions to the National Retirement Trust Fund
in the amount determined by the annual actuarial valuation using an
experience rated funding method. The method is designed to develop
sufficient assets in the Trust Fund so that funds should be available to pay
benefits to eligible retirees and beneficiaries.
National Retirement Program
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Will My Spouse Be Protected If I Die Before I
Retire?
The Amount of the Spouse's Pension

If the Program is terminated, all benefits as of the termination date would
become payable regardless of whether or not you have completed 5 years of
vesting service. Benefits would be paid in lump sums or in annuity contracts,
and would be equal to the full benefit calculated under the benefit formula
described earlier, as long as Program assets were sufficient.

14
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If assets were not sufficient to pay full benefits, the assets would be allocated
based on priorities established by law.

20

Insurance for this Program
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How Do I File A Claim For My Retirement
Benefits?
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What If I Retire, Then Decide To Go Back To
Work?

23

Benefits under this Program are insured by the Pension Benefit Guaranty
Corporation (PBGC). Generally, the PBGC guarantees most vested normal
retirement benefits, early retirement benefits and certain survivor benefits.
However, the PBGC does not guarantee all types of benefits under covered
programs, and the amount of benefit protection is subject to certain limitations.
The PBGC guarantees vested benefits at the level in effect on the date the
Program terminates. However, if a Program has been in effect less than five
years before it terminates, or if benefits have been increased within the five
years before it terminates, the whole amount may not be guaranteed. In
addition, there is a ceiling on the amount of monthly benefit that the PBGC
guarantees. The ceiling is adjusted periodically.

What Are My Rights Under the Program?

24
24
24
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If you would like additional information about PBGC insurance protection and
its limitations, you may contact your Program Administrator or the PBGC
Office. Inquiries to the PBGC should be addressed to:

What If The Program Is Terminated?

25

Your Annual Statement
Filing A Claim
The Decision On Your Claim
If Your Claim For Benefits Is Denied Or You Question the Amount

Employee Rights
Responsibility of the Administrator
Steps You Can Take to Protect Your Rights
Insurance for this Program

How Is The Program Funded and Administered?

21
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PBGC
2020 K Street, N.W.
Washington, D.C. 20006

25
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The PBGC Office may also be reached by calling (202) 254-4817.
If Program termination is ever likely, you will receive specific information.
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WHAT ARE MY RIGHTS UNDER THE PROGRAM?
Employee Rights

Your retirement years open up a new lifestyle, a new frame of mind, and
perhaps even a new living environment. We hope these years will be full of
the activities you want to pursue.

As a Program participant you have the right to:
•

Examine the Program documents in the Administrator's office or your
employer's Human Resources office. You may also review any annual
reports or descriptions filed with the Department of Labor.

•

Receive a Summary Program Description which points out the main
features of your Program.

•

Make a written request for any documents pertaining to the Program (you
may be charged for copies of the documents).

•

Receive a summary of the annual financial report on the Program.

•

Receive a statement of your pension benefits at your Normal Retirement
Date. You will be told whether you will receive a benefit at your Normal
Retirement Date, and how long you have to work to be vested in your
pension benefit.

Your employer wants to help you achieve the financial security you will
need to enjoy your retirement years. This part of your financial support,
your Retirement Program, is maintained solely by funds from your Blue
Cross and Blue Shield employer. You also receive Social Security benefits
which are funded jointly by you and your employer. A third source of
retirement funds is your own savings. These three sources should work
together to provide enough income to meet your retirement lifestyle needs.
This description of your Program is effective as of January 1, 1995, and applies
to all active Program participants.
Separate program descriptions that highlight the major provisions of the
Program are prepared for retired, terminated vested and other participants
who have transferred to another Blue Cross or Blue Shield organization.
For any such participant, the amount of the retirement benefit and other
provisions are determined in accordance with the terms of the Program in
effect on such participant's last day of active employment with the
employer.

You may not be fired or discriminated against for exercising your rights.

Responsibility of the Administrator
The people responsible for your Retirement Program are entrusted with the
funds that are used to pay your benefits. All of the people involved in the
Program operation are known as "fiduciaries" and are charged with operating
the Program only in the interest of the beneficiaries of the Program.

Steps You Can Take To Protect Your Rights
•

If your claim is denied, follow the review procedure outlined under How Do
l File A Claim For My Retirement Benefits?

•

If your claim continues to be denied, or if the Administrator does not
respond within thirty days to your request for copies of Program materials,
you may file suit in a state or federal court. In such case, the court may
require the Administrator to provide the materials and pay you up to $100 a
day until you receive the materials, unless the materials were not sent
because of reasons beyond the control of the Administrator.

•

If you do go to court, the court will decide who will pay court costs. If your
claim is found to be frivolous, you may have to pay the court costs.

•

If you are discriminated against, or you think the Program's funds are being
used incorrectly, you can call or write the nearest Area Office of the U. S.
Labor-Management Services Administration, Department of Labor.

National Retirement Program
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Please keep in mind that this is only a general summary of the provisions of
the complete legal documents that govern the Program, its administration
and the payment of benefits. This general summary is designed to highlight
certain of the most important provisions that govern the Program. It does
not contain every detail or the specific terms of the Program. The rights and
obligations of participants and beneficiaries under the Program are
governed by the legal documents. If there is any conflict between what is
said in this summary program description and the language of the
program itself as set forth in the legal documents, the Program
document language will prevail. You can examine these documents
without charge or receive your own copy by contacting your employer.
This Retirement Program is sponsored by your employer, Blue Cross and Blue
Shield of Florida, Inc., as part of the National Retirement Trust. This trust was
formed to provide the financial and legal resources to help member Plans offer
retirement benefits to their employees. Your employer has a list of other Plans
participating in the Trust.
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WHAT IF I RETIRE , THEN DECIDE TO GO BACK
TO WORK?

HIGHLIGHTS OF YOUR PROGRAM
•

Normal retirement is usually at age 65.

•

You may take early retirement at age 55 after 5 years of credited service.

•

You generally may retire from your employer at age 62 with no reduction in
benefit.

If your pension benefits have started and you want to go back to work, you
should consider how this will affect your pension payments. There are a
number of criteria which apply depending on your age, the number of hours
you will work and who is your new employer.
You can continue to receive your pension if your new employment is with an
employer not related to this employer or to another Blue Cross and Blue Shield
organization that participates in the National Retirement Trust. You can also
continue to receive your pension if you are age 70½ or over, but only if you
become age 70½ after January 1, 1988. Otherwise:

•

If you leave after 5 years of vesting service, you will be entitled to a benefit.

•

If you die before retirement, protection is available for your spouse,
provided you have completed 5 years of vesting service.

•

You have options as to the ways you receive your benefits. Therefore, you
can pick the option that best meets your needs.

If you are re-hired by this employer, your pension will be suspended for any
month you work at least 84 hours. If you work less than 84 hours your
pension will still be suspended if you:

•

You receive credit for service with other Blue Cross and/or Blue Shield
Plans.

•

are again a participant in the retirement program;

•

Your employer pays the entire cost of your Retirement Program.

•

work at least 40 hours a month; and

•

are under age 65.

These same benefit suspension rules apply if you work for another
organization related to this employer through substantial ownership or
control.
If you are hired by another Blue Cross or Blue Shield organization that
participates in the National Retirement Trust, your pension will be
suspended if you are under age 65 and work at least 84 hours a month. If
you work fewer hours or are over age_ 65, your pension will continue to be
paid.
If your pension has been suspended, it will start again after your employment
ends or is less than the maximum number of hours allowed. Also, if you reach
age 70½ after January 1, 1989, your pension will start again by April 1 of the
year after you reach age 70½ regardless of the number of hours you are
working. If you reach age 70½ during 1988 and are covered by a transition
provision, your benefits will start later. If you earned any additional pension
benefits from your re-employment, your pension payments will be adjusted.

National Retirement Program
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any evidence to support your reasons, to the Secretary for th e Administrator.
This request must be made within 60 days of receipt of th e decision on your
claim.

ESTIMATING YOUR INCOME NEEDS AFTER
RETIREMENT

Within 60 days after your request for review is received, a de cision will be
made. Special circumstances could cause a delay, but you will be n otified in
writing of the reasons for the delay and given an expe cted date of decision. A
final decision will be made within 1 20 days of the receipt of your request for
review. You will receive the decision in writing and will be referred to the
spe cific se cti ons of th e Program document which apply.

Wh en your career with us comes to an end, we want you to approach your
retirement ye ars with certainty. Our Retirement Program helps in a big way
and we 've developed some figures to help you understand h ow to meet your
financial needs after retirement.

If you do n ot agree with this decision, you may ask for further review of your
claim. To do this, write to th e Assistant Secretary for th e Administrator within
60 days of the re ceipt of the second decision. A program review committee wil1
consider your appeal.

Your money after retirement tends to go further since you have less expenses
in retirement:

Income Needs Once You Retire

•

you won't h ave work related expenses such as transportation and meals
away from h ome ;

•

your children may be grown and not relying on you for support;

•

your mortgage will probably be paid;

•

you won't be paying Social Security taxes, since you won 't be receiving a
pay check;

•

you won 't pay income taxes on your benefits from Social Security unless
your oth er income plus h alf of your Social Security totals at least $25,000.

•

you will be in a lower tax bracket because your income will be less; and

•

finally, you won 't need to save for retirement because you will be there.

What all of this means is that you will probably need from 60-70 % of your pre
retirement income to maintain your same standard of living. This is your
Income Replacement Goal.

National Retirement Program
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Your Retirement Income
Following is a chart that shows the Income Replacement Goals developed
based on assumptions about taxes and levels of spending for different incomes.
Your income after retirement will be made up primarily of the pension from
your employer and your Social Security benefit. Your Retirement Program has
been designed to fill a big portion of that Income Replacement Goal.
As you can see on the chart, the Total Retirement Income from the Program
and Social Security exceeds the Income Replacement Goal. This means that
an employee with 35 years service usually can retire and maintain the same
standard of living. Employees with less than 35 years service may reach the
Income Replacement Goal with a pension from a prior employer. Otherwise,
any gap between the Income Replacement Goal for your salary level and your
retirement income from your pension and Social Security should be filled in
from your savings and investments.

Single Employee with
35 Years' Credited Service
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You may request an employee benefits statement which shows estimated
projected pension payments for normal and early retirement. The statement
also gives you an idea of your projected Social Security benefit, and contains
information about your vesting status. You may want to request this statement
as you near retirement age to help you plan your retirement finances. You will
also want to obtain a current estimate within 90 days of your retirement date.

You should submit an application for pension benefits approximately 60 days
before the pension payments are to begin. Your Human Resources
representative has these forms. You need to provide a copy of your birth
certificate and, for joint pensions, your beneficiary's birth certificate. If you do
not submit your request at least 30 days prior to your retirement date, your
benefits may not start on time.

For purposes of this illustration we are assuming you are a:

80

Your Annual Statement

Filing A Claim

The objective of this chart is to show you what your financial situation may be,
so that you can take an active role in planning for your retirement.

•
•

HOW DO I FILE A CLAIM FOR MY RETIREMENT
BENEFITS?

Income
Replacement Goal

30
20

When you submit your application for benefits, you also need to elect whether
part or all of the pension is to be distributed to you or directly rolled over to
another employer's program or an IRA. If you fail to make a tax treatment
election within 30 days after the application and election form were sent to
you, or if you elect that part or all of your distribution be paid to you, federal
law requires the Program to withhold 20% of the payment made to you and
send it to the IRS as income tax withholding to be credited against your taxes.
See "A Word About Taxes" for more information.

The Decision On Your Claim
You should receive word on your claim within 90 days after the Program
Administrator has received your claim and birth certificate(s). Sometimes the
processing may take longer than 90 days, but if this happens you will receive a
written explanation and a projected date for the decision. Regardless of the
circumstances, you will receive a decision on your claim within 180 days of the
initial receipt of your paperwork by the Administrator.

If Your Claim For Benefits- Is Denied or You Question the
Amount
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If your claim is wholly or partially denied, you or your beneficiary will be given
a written explanation of the reasons for denial of your claim. This explanation
will include the program provisions on which the denial is based, will give a
description of any additional material or information necessary to complete
your claim (and an explanation why such material or information is necessary)
and will explain what further steps you may take if you do not agree with the
denial. If you want your claim reviewed, you need to supply your reasons, and

60

Salary (In Thousands)
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WILL MY SPOUSE BE PROTECTED IF I DIE
BEFORE I RETIRE?

WHEN DO I BECOME A PARTICIPANT IN THE
PROGRAM?

You can be assured your death will not leave your spouse without financial
protection. If you die before retirement, a spouse's pension will be paid to your
spouse if these conditions apply:

Eligibility

•

you have 5 or more years of vesting service;

•

your pension payments under any provision of this Program have not
started.

After you have completed one year of participation service and have had your
21st birthday, you are eligible for Program participation.
•

For full-time employees, participation service generally includes all of your
service with your Employer from your most recent hire date. Your prior
continuous service with another Blue Cross and/or Blue Shield Plan or
wholly owned Plan subsidiary will also count. Participation service may
also include some credit for periods of military service, lay-off or leave of
absence.

•

If you work less than full-time, to become a participant you need to
complete 1,000 hours in a 12 month period after your hire date or complete
1,000 hours in any calendar year afterward. Of course, like full-time
employees, you also must satisfy the age requirement. Once a participant,
you will continue to participate even if you do not complete 1,000 hours
each year.

If you terminate and are entitled to a vested pension benefit, your spouse will
receive the spouse's pension if you die before your benefits begin.
Your spouse's pension may start with the earliest date that you could have
retired. If, however, the lump sum value of the pension is $3,500 or less, the
entire amount wil l be paid to your spouse the month after your death. If your
spouse's pension is payable as a lump sum benefit, the distribution may be
rolled over into an I RA to postpone payment of federal income taxes. If the
amount is directly rolled over by the administrator of the Program, the 20%
federal income tax withholding may be avoided. See "A Word About Taxes".
Your spouse will receive a Notice describing this tax option at least 30 days
before distrib ution of the benefit.

If you terminated and were re-employed after 12 consecutive months, or you
were on a maternity or paternity leave and were re-employed after you had
been gone for 36 consecutive months, you will have to complete another year
of participation service before you can participate again.

The Amount Of The Spouse's Pension
Your spouse's pension will be equal to a percentage of the benefit you had
earned up to the date of your death. This percentage is 50% less 2 percentage
points for each full year between the date the spouse's pension starts and the
date you would have reached age 65.
For example, assume John dies at age 61. He has earned a monthly Lifetime
Only pension of $1,000 up to the date of his death. His spouse's pension will
start 4 full years before his 65th birthday.

Program Participation
Once eligible, you will automatically enter the Program on either January 1 or
July 1, whichever date falls on or follows your completion of the eligibility
requirements. For example:
•

John was hired as a full-time employee on August 1, 1995. His 21st
birthday is December 12, 1995. He completes the one year service .
requirement on August 1, 1996. He actually becomes a participant on
January 1, 1997.

•

Jane was hired the same date as John, but her 21st birthday isn't until
March 26, 1997. Assuming she worked 1,000 hours in calendar year 1996,
she satisfies the Program requirements on her 21st birthday. She becomes
a participant on July 1, 1997.

His spouse's pension is as follows:
His benefit
multiplied by 50% less 8 %
(4 years x 2% = 8%)
equals his spouse's pension =

$1,000
X .42
$ 420

In addition, if your spouse's benefit coverage was in effect anytime from July 1,
1985 through December 31, 1988, your pension benefit will be reduced to pay
for the cost of the coverage during that period. This reduction depends on your
age and the number of months your coverage was in effect during.this period
as follows: If you were age 55 or older, the reduction per month would be
.04%; age 50-55: .02%; age 45-50: .01 %; age 40-45: .0067% ; age 35-40:
.005%; under age 35: .004%.

If you are not sure if you are a Program participant, please check with your
employer.
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will need to provide a certification that the vehicle to which you intend to
transfer your distribution is qualified to receive the rollover.

WHEN MAY I RETIRE?
Normal Retirement
Age 65 is considered normal retirement age for employees hired before age 60.
If your 65th birthday is the first of the month, your Normal Retirement Date is
your 65th birthday. Otherwise, your Normal Retirement Date is the first day of
the month following your 65th birthday. For example: If you were born April
24, 1931, your Normal Retirement Date is May 1, 1996.
If you were first hired by a Blue Cross or Blue Shield Plan on or after your 60th
birthday, your Normal Retirement Date will be the first of the month following
your completion of 5 years of credited service. If you complete 5 years of
service on the first of the month, your Normal Retirement Date is your 5 year
anniversary date.

Amounts required by law to be paid to you as a result of your reaching age 70½
are not eligible for rollover into another employer's program or an IRA.
Amounts in excess of the required distribution amount, however, are eligible
for direct roll over to another employer's program or an IRA.
If you do not transfer your money directly into another program or IRA, 20% of
your distribution is required to be withheld to pay federal income taxes. This
also applies to that portion of your distribution in excess of the required
distribution amount if you are age 70½ or over.

If you elect to receive your money instead of directly rolling it over, the 20%
withholding applies and you will have only 60 days to re-deposit it yourself intc
another program or an IRA in order to defer federal income taxes. You will
receive a Notice briefly describing your tax options along with your Applicatio11
for Payment of Pension Benefits.

Early Retirement
You are eligible for early retirement benefits at any age from 55 to 65 after you
have completed 5 years of credited service.

Because the amount of taxes you could pay is determined by many factors, you
should always carefully read the tax Notice and Application for Payment of
Pension Benefits. You should also consult a professional tax advisor before
taking a distribution from this Program. Not all tax considerations are covered
here. For example, the tax Notice discusses the additional 10% tax that applie�
to a participant who takes a distribution before age 55 and does not roll it over.

If you choose to retire before age 62 and start receiving benefits, your early
retirement benefit will be reduced to account for the time before age 62 that
you will be receiving benefits. If you retire after age 62, this early retirement
reduction does not apply.

This section only briefly summarizes only some provisions of federal (not state
or local) tax rules that might apply to your payment. The rules are very
complex and contain many conditions and exceptions that are not discussed
above.

Retirement After Your Normal Retirement Date
You may retire at any time after your Normal Retirement Date.

HOW MUCH WILL MY RETIREMENT BENEFIT
BE?
Your annual retirement benefit is calculated according to a specific formula,
called the Final Average Salary formula. Your benefit is:
•

70% of your Final Average Salary reduced by 45% of your Social Security
Benefit.

•

If you have less than 35 years service, the result is multiplied by a service
fraction. The fraction is your years of credited service up to 35 then divided
by 35.

Using your final average salary to compute your benefit will take advantage of
higher earnings at _the end of your career. This provides built-in protection
against inflation.

National Retirement Program
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Electing The Method of Payment
Choosing the method of payment of your pension benefit is an important
decision. You should carefully consider your own personal financial situation.
Your election of an optional method of payment may be made within the 90 day
period before the date payments are to begin. However, if you make your
election or change a prior election within 30 days of your retirement date, this
may cause a delay in payment.
Once your benefits start under the method of payment you elect, you cannot
later change the method of payment.

Your retirement benefit is considered taxable income when you receive a
distribution from the Program. All or part of that distribution may be subject to
federal income tax withholding at the time of distribution. In general, the
entire amount of your distribution may be subject to the required 20% federal
income tax withholding if it is payable as:

•

A lump sum payment (including required distribution of benefits that are
less than $3,500); or
Payments made over a period of less than 10 years under the Social
Security Adjustment Option.

In addition, the portion of a lump sum payment made to you that is in excess of
the minimum amount required to be distributed if you are age 70½ or older is
also subject to the required 20% federal income tax withholding.
Required Federal tax withholding does not apply to a lifetime only, joint and
survivor, lifetime with a guaranteed payout period or most Social Security
Adjustment optional methods of payment.
You will receive federal taxation and certain other information at least 30 days
before distribution of your benefit.
If your distribution is subject to 20% withholding, as described above, the
federal government offers you the option of avoiding the 20% withholding and
postponing payment of federal income taxes on your distribution by having
your money directly rolled over into another IRS-qualified program or an IRA.
Of course, when you withdraw the money at a later date, it will then be taxed
as income.
For those distributions described above as being subject to the 20%
withholding tax, you may elect to receive part of your distribution and directly
roll over the remaining amount into another program or an IRA as long as the
amount of the transfer is at least $500. Generally, the rollover is mailed
directly to the other program or IRA by the administrator of the Program. You

National Retirement Program

Final Average Salary
This is the average of the highest five consecutive calendar years of annual
earnings out of your last 10 years of credited service. Earnings up to your year
of retirement (but not including it) are considered.

Social Security Benefit
Both you and your employer contribute to the Social Security system over your
working career. This gives you the right to receive a benefit from Social
Security when you retire.

A Word About Taxes

•

Here are some definitions to help you understand how your benefit is
calculated:

Page 1 8

Because employers also contribute to Social Security, retirement programs
often use a percent of the Social Security benefit as a credit against the
retirement benefit. The benefit formula just described explains the way the
credit works in this Program.
From January 1, 1989 through December 30, 1994, the Program included a
maximum Social Security offset provision as a result of a prior tax law. This
maximum Social Security offset no longer applies to the calculation of your
benefit. However, if the maximum offset provision caused you to have a
higher pension, a minimum benefit assures you will not lose any extra
benefits already earned.
When you retire at or before age 65, the Program Administrator will estimate
your age 65 Social Security benefit which will be used to calculate your
Program benefit. If you retire after age 65, your Social Security Benefit as of
your actual retirement date will be used. If you think the estimate of your
Social Security benefit is too high (meaning it lowers your Retirement Program
benefit) you may submit information to allow a review of your benefit. You can
do this in one of two ways.
•

First, you may be eligible for an actual Social Security award; or

•

Second, you may request a history of your actual earnings from the Social
Security Administration.

Give this earnings history or the award to your employer who will forward it to
the Program Administrator. If your actual earnings or the award produce a
lower Social Security benefit, this figure will be used in the Retirement
Program calculation, so your retirement benefit will be higher. You will always
receive the higher Program benefit. If your Social Security award is for a
retirement before age 65, it will be converted to an age 65 amount before
comparing it to the Program Administrator's estimate.

National Retirement Program
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Credited Service

Following are optional methods of payment without pensions for a beneficiary:

Credited service includes all full-time employment with your employer and
prior full-time employment with another Blue Cross and Blue Shield
organization.

•

Lifetime Only This monthly pension which is paid just for your life is an
optional method if you are married.

•

Social Security Adjustment You become eligible to receive Social Security
benefits at age 62. If you retire before age 62, this option will pay you an
increased pension benefit before age 62 to make up for the absence of your
Social Security benefit.

Certain other periods also count as credited service. For example, active
military duty counts as credited service if you are re-employed within the re
employment deadline provided under federal law. Approved or authorized
leaves of absence and temporary layoffs, of up to one year, will be considered
credited service if they occurred after January 1, 1976, provided that you return
or offer to return to work right after the leave or layoff. Part-time service after
January 1, 1976 will also count. Service prior to July 1, 1985 with Health
Options of South Florida does not count as credited service.

Once you reach age 62, your pension benefit will be reduced. Since Social
Security can start at that time, your total retirement income should be
approximately level before and after Social Security. Under this option, in
some cases, benefits will be paid for less than 10 years.

See your employer if you have any questions about how your service is being
credited.

You can also choose a payment option which provides along with the Social
Security adjustment option a continuing pension to a surviving beneficiary.

Calculation Example for Normal Retirement Benefit

See "A Word About Taxes" if the Social Security Adjustment option results
in payments over less than a 10-year period.

Jane was born June 15, 1946, and was hired at 30 on June 30, 1976. She will
retire at age 65 on July 1, 2011. Let's assume her last five years' salaries give
the highest average for Jane, and that she chooses a lifetime only pension
payment.
Year
2010
2009
2008
2007
2006

•

Salary Received
$21,000
20,500
20,000
19,500
19,000
$100,000

Final Average Salary = $100,000 + 5 = $20,000.

In addition, you will receive a notice describing a tax option that may be
available to you which may permit you to postpone payment of federal
income taxes. See "A Word About Taxes" concerning some tax implications
of the lump sum payment option.

Jane's benefit will be figured this way: 70% of her Final Average Salary will be
reduced by 45% of her Social Security benefit. Assuming her Social Security
benefit is $8,000, her pension will be:
70 % X $20,QQQ
less 45 % x $8,000
for a Program benefit of

Lump Sum You may choose to receive your pension benefits in one lump
sum payment. Choosing a lump sum is a very important decision because
you lose the protection of a guaranteed lifetime income. The lump sum
payment is equal actuarially to the Lifetime Only Pension. Actuarial
equivalents are determined using widely accepted statistical assumptions
as to life expectancy which are set forth in the Program document and an
interest rate based upon one used by the Pension Benefit Guaranty
Corporation, a government agency. Since your lump sum payment is
determined in part by an interest rate that may change any January 1, the
final payment may be higher or lower than a prior estimate depending
upon the interest rate used. The Program provides a booklet which
explains more about the lump sum payment. Make sure to read this booklet
before you elect a lump sum payment.

$14,000
- 3,600
$10,400

Jane's total income from the Program and Social Security will be:
from the Program
from Social Security
for a total
retirement income of
National Retirement Program

$10,400
+ 8,000
$18,000
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•

J oint Pensions

If Jane had 1 7½ years of credited service at age 65 rather than 35 years, her
program benefit would be less:

Th ere are three Joint Pension options which provide you with a reduced
benefit during your lifetime and then a percentage of your benefit is paid to
your joint pensioner for life.

•

Full Program benefit
times service multiplier
( 1 7½ years + 35 years)
Resulting Program benefit

The 1 00 % Joint Pension provides you with a reduced lifetime monthly
pension; upon your death, the same amount becomes payable to your
surviving Joint Pensioner for life.
The amount of your reduced pension will be 87.8 % of your lifetime monthly
pension amount reduced by .48 of 1 percentage point for each year your age
at retirement exceeds age 55, and further reduced by .48 of 1 percentage
point for each year your Joint Pensioner's age is less than your age. If your
Joint Pensioner is older than you, .48 of 1 percentage point is added for
each year your Joint Pensioner's age exceeds your age. The pension
amount payable to your surviving Joint Pensioner upon your death will be
the same as the amount of your reduced pension.

•

The 66-2/3 % Joint Pension provides you with a reduced monthly lifetime
pension; upon your death, a pension (66-2/3 % of the amount which was
payable to you) will be payable to your surviving Joint Pensioner for life.

$1 0,400
�
$ 5,200

If you were a participant in the Retirement Program on
December 5 1 , 1 994.
If you were a participant in the retirement program on December 3 1 , 1994 and
f
your benefit was af ected by Program changes effective January 1 , 1 976 and/or
January 1 , 1 988, you are covered by a minimum benefits formula so you do not
lose benefits previously earned.
You will always receive the highest benefit regardless of the formula used. If
you want a more detailed description of the minimum benefits formula, please
ask your employer.

The amount of your reduced pension will be 92.6% of your lifetime monthly
pension amount reduced by .48 of 1 pe_rcentage point for each year your age
at retirement exceeds 55, and further reduced by .48 of one percentage
point for each year your Joint Pensioner's age is less than your age. If your
Joint Pensioner is older than you, .48 of one percentage point is added for
each year your Joint Pensioner's age exceeds your age. The pension
payable to your surviving Joint Pensioner upon your death will be 66 2/3 %
of the amount of your reduced pension.
•

The 50 % Joint Pension, as previously described, is the Normal Method of
payment if you have a spouse.

National Retirement Program
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Service with Another Blue Cross and/or Blue Shield
Organization

Optional Methods of Payment
The program offers many methods of payment so you can select the method
which best meets the needs of you and your family. When you select a method
of payment which provides for benefits to a beneficiary, the amount of the
benefit paid to you will be reduced to take into account the value of the
additional payments anticipated to be made to your beneficiary.

All Plans in the National Retirement Trust give pension credit for service with
other Blue Cross and Blue Shield organizations. Generally, if you have prior
service and are entitled to a pension from another Blue Cross and Blue Shield
organization, that pension will be subtracted from your benefit under this
Program so that you don't receive double benefits. This does not apply to
former employees of Health Options of South Florida who do not receive
pension benefit credit for service prior to July 1, 1985.

Following are optional methods of payment that provide pensions for your
beneficiary:
•

Maximum Benefits
The IRS establishes maximum payments to be allowed under pension
programs. These maximums generally affect only highly paid employees.
They may be adjusted periodically by law. If your benefit is subject to these
maximums, this will be reflected on any benefit estimate you receive.
Effective January 1, 1994, there also is a maximum of $150,000 on the salary
that can be counted in determining a pension benefit. If your salary under the
program was greater than $150,000 prior to 1994, a minimum benefit applies
so you do not lose benefits previously earned. The maximum compensation
limit will increase in certain years for cost of living adjustments.

To Ensure Fairness
Each year, the Program administrator will test the provisions of this Program to
discover whether all employees are able to take advantage of these benefits on
a fair basis. This is to make sure higher paid employees are not treated more
favorably than lower paid employees. This type of discrimination is unlikely,
but if it happens, adjustments to the Program provisions would be made to
ensure fairness. You will receive notification if any of these changes become
necessary.

Lifetime Pension with a guaranteed payout period (1 0 or 20 Years)

This option provides you with a reduced lifetime benefit with guaranteed
payments over a period of 10 or 20 years, whichever you choose. If you die
before the end of the 10 or 20 year period, payments will continue to be made
to your beneficiary until the guaranteed time period is up. Your spouse or
anyone else you designate may be your beneficiary under this option. If you
are married, your spouse must provide written approval of your designation of
a beneficiary other than your spouse.
The amount of your reduced pension under the 10 year guaranteed payment
option will be 98 % of your lifetime monthly pension amount reduced by .5 of 1
percentage point for each year (.04167 of one percentage point for each
calendar month) your age at retirement exceeds age 55. The amount of your
reduced pension under the 20 year guaranteed payment option will be 90% of
your lifetime monthly pension amount reduced by 1 percentage point for each
year (.08333 of 1 percentage point for each calendar month) your age at
retirement exceeds age 55.
This method of payment works as follows:
In a previous example, Jane's Lifetime Only pension was $12,000 ($1,000 per
month) at age 62. Under the 10 year guaranteed payment option her pension
amount would be as follows:
Calculation
62
-55
7
x.5%
3.5%

(Jane's age)

98.0%
-3.5%
94.5%

$1,000
Jane's benefit (Lifetime Only)
times: reduction factor
x .945
equals: Jane's benefit payments $ 945
guaranteed for 10 years

National Retirement Program
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MAY I CHOOSE THE WAY MY BENEFIT IS PAID?

WHAT WILL MY BENEFIT BE IF I RETIRE
EARLY?

Your benefit will be paid under one of the normal methods described below
unless you choose another method of payment.

If you are eligible to retire at age 62 your benefit will be calculated on the
same formula as for your normal retirement benefit based on your earnings
and credited service at your early retirement date. There is no reduction for
early retirement between ages 62 and 65.

Normal Methods of Payment
If you are single, the normal method of payment for you is a Lifetime Only
pension. This method pays you a monthly pension for life with no benefits to
any beneficiary after you die.
If you are married, the normal method of payment for you is a 50% Joint
Pension. When you retire, this method provides you a reduced lifetime benefit
so that when you die your spouse can receive 50% of your benefit for life. The
amount of your reduced pension will be 95 % of your lifetime monthly pension
amount reduced by .48 of one percentage point for each year your age at
retirement exceeds age 55, and further reduced by .48 of one percentage point
for each year your spouse's age is less than your age. If your spouse is older
than you, .48 of one percentage point is added for each year your spouse's age
exceeds your age. The pension payable to your surviving spouse upon your
death will be 50% of the amount of your reduced pension. This coverage is
automatic unless you waive it with your spouse's ,vritten approval. This
method of payment works as follows:
In a previous example, Jane's Lifetime Only pension was $12,000 ($1,000 per
month) at age 62. If she was married, her normal method of payment would be
the 50% Joint Pension method. If her spouse was age 65, she and her spouse
would receive the following benefits which are reduced to reflect the longer
period over which benefits are expected to be paid.
Calculation
65
62
(Jane's age)
-62
-55
7
3
x.48%
x.48 %
1.44%
3.36%

(Spouse's age) 95.00%
-3.36%
(Jane's age)
+1.44%
93.08 %

Jane's benefit (Lifetime Only)
times: reduction factor
equals: Jane's Benefit under the
50% Joint Pension

$1,000.00
x .9308

When Jane dies, her husband will
receive half of her benefit
for the rest of his life

$ 930.80
X .50
$ 465.40

You may retire as early as age 55 if you have 5 years of credited service. If you
retire before age 62 but do not receive benefits until you reach age 62, your
benefits ·will not be reduced.
If you retire before age 62 and receive benefits immediately, your monthly
benefits will be reduced to extend your total benefit amount over a longer
period of time. When payments begin at or after age 57, the amount of the
pension will be reduced by 8 % for each year (.66667% for each calendar
month) the payments will be made prior to age 62. If payments begin prior
to age 57, the pension will be reduced by an additional 4 % for each year
(.33333% for each calendar month) payments begin before age 57.
Here's how the early retirement reduction works:
Jane's monthly retirement benefit payable at age 62 is $1,000. She decides to
retire on her 60th birthday and to start receiving benefits right away.
Her benefit at age 62
x 16% reduction
to account for 2 years
of early payments

$1,000

Jane's monthly benefit at age 60 =·

$ 840

/month

X .84
/month

Thirty days before you retire, you choose whether your payments are to start
immediately or at a later date. Payments are made on the first day of each
month.

$ 930.80

Small benefits - If the total value of your benefit at the time it is to be paid is
less than $3,500, you will automatically receive this value in a lump sum
payment. See "A Word About Taxes" concerning some tax implications of your
distribution.

National Retirement Program
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WHAT IF I CONTINUE WORKING AFTER MY
NORMAL RETIREMENT DATE?

WHAT HAPPENS IF I LEAVE BEFORE
RETIREMENT AGE?

If you continue working after your Normal Retirement Date your benefit will be
calculated on the same formula as for your normal retirement benefit based on
your earnings and credited service at the date your benefit payments begin or
are recalculated. Your pension benefit payments will start when the number of
hours you work is reduced to less than 84 hours a month or you stop working.
If, however, you are still working and you reach age 70½, your pension
payments will generally start on the April 1 of the year after you reach age 70½
even though you are working 84 or more hours a month.

lf you leave before you have 5 years of vesting service, you will not be entitled
to a pension benefit. However, you can earn a benefit if you are later rehired
or employed by another Blue Cross and Blue Shield organization and complete
the remainder of the 5 years of vesting service. See the section on Credited
Service for provisions concerning receiving credit for any prior service.

There are two exceptions: (1) If you reached age 70½ before 1988, your
benefits will not begin until you retire or (2) If you reached age 70½ during
1988 and are covered by a transition provision, your benefits will start later.
If you are working less than 84 hours a month or you are still working after age
70½, your pension payments will be recalculated each year to see if you have
earned any additional pension benefits from your continued employment.

WHAT IS VESTING SERVICE?
To earn the right to your pension, you must complete 5 years of vesting service.
Vesting service includes your actual years and partial years of work as well as:
•

service with other Blue Cross and Blue Shield organizations;

•

absences for active military duty if you are re-employed within the re
employment deadlines provided under federal law;

•

approved or authorized leaves of absence and temporary layoffs of up to
one year that occurred after January 1, 1976 if you return or offer to return
to work right after the leave or layoff; and

•

Part-time service after January 1, 1976 if you are a Program participant.

If you terminate, and are rehired by a Blue Cross and Blue Shield
organization after 12 months, or after you had been gone for 36 months if
you were on a maternity or paternity leave, you must work for 1 full year
before your previous vesting service will count.

•

If you are rehired within a 12 month period, or a 36 month period if you
were on a maternity or paternity leave, your vesting service will include
your previous vesting service and up to 12 months during the period that
you were not employed.

National R etirement Program

(1) If the total value of your benefit as of your termination date is $3,500 or less
you will receive a lump sum payment of your benefit within 180 days. If you
are later rehired, the lifetime only pension value of the lump sum payment will
be subtracted from any pension benefit you may later receive so that you don't
receive double benefits.
If the total value of your benefit is more than $3,500, you may receive
(2)
a benefit at age 65 based on your service and earnings as of your
termination date, or you may receive benefits as early as age 55. If you elect
benefits to begin before age 65, your benefit will be reduced to account for
the longer period of time that you'll be receiving benefits. When payments
begin at or after age 60, the amount of the pension will be reduced by 8 %
for each year (.66667% for each calendar month) the payments will be
made prior to age 65. If payments begin prior to age 60, the pension will be
reduced by an additional 4% for each year (.33333% for each calendar
month) payments begin before age 60. (For example, payments that begin
at age 62 would be reduced by 24% ; at age 58 by 48 % or at age 55 by 60%.)
It is important that you contact your employer to have your benefits start no
later than age 65.
Payments cannot be made while you are employed by a subsidiary or other
organization that is related to your employer through substantial ownership or
control.
Payments cannot begin early if you are employed by another Blue Cross and
Blue Shield organization participating in the National Retirement Trust unless:

Following are other situations affecting vesting service:
•

If you leave after 5 years of vesting service, but before your 55th birthday:

(1) you work less than 84 hours per month, or
(2) you terminate the employment.
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WHAT IF I CONTINUE WORKING AFTER MY
NORMAL RETIREMENT DATE?

WHAT HAPPENS IF I LEAVE BEFORE
RETIREMENT AGE?

If you continue working after your Normal Retirement Date your benefit will be
calculated on the same formula as for your normal retirement benefit based on
your earnings and credited service at the date your benefit payments begin or
are recalculated. Your pension benefit payments will start when the number of
hours you work is reduced to less than 84 hours a month or you stop working.
If, however, you are still working and you reach age 70½, your pension
payments wil l generally start on the April 1 of the year after you reach age 70½
even though you are working 84 or more hours a month.

If you leave before you have 5 years of vesting service, you wil l not be entitled
to a pension benefit. However, you can earn a benefit if you are later rehired
or employed by another Blue Cross and Blue Shield organization and complete
the remainder of the 5 years of vesting service. See the section on Credited
Service for provisions concerning receiving credit for any prior service.

There are two exceptions: (1) If you reached age 70½ before 1988, your
benefits will not begin until you retire or (2) If you reached age 70½ during
1988 and are covered by a transition provision, your benefits wil l start later.
If you are working less than 84 hours a month or you are still working after age
70½, your pension payments will be recalculated each year to see if you have
earned any additional pension benefits from your continued employment.

WHAT IS VESTING SERVICE?
To earn the right to your pension, you must complete 5 years of vesting service.
Vesting service includes your actual years and partial years of work as well as:
•

service with other Blue Cross and Blue Shield organizations;

•

absences for active military duty if you are re-employed within the re
employment deadlines provided under federal law;

•

approved or authorized leaves of absence and temporary layoffs of up to
one year that occurred after January 1, 1976 if you return or offer to return
to work right after the leave or layoff; and

•

Part-time service after January 1, 1976 if you are a Program participant.

If you terminate, and are rehired by a Blue Cross and Blue Shield
organization after 12 months, or after you had been gone for 36 months if
you were on a maternity or paternity leave, you must work for 1 full year
before your previous vesting service will count.

•

If you are rehired within a 12 month period, or a 36 month period if you
were on a maternity or paternity leave, your vesting service will in cl ude
your previous vesting service and up to 12 months during the period that
you were not employed.

N ational Retirement Program

(1) If the total value of your benefit as of your termination date is $3,500 or less,
you will receive a lump sum payment of your benefit within 180 days. If you
are later rehired, the lifetime only pension value of the lump sum payment wil1
be subtracted from any pension benefit you may later receive so that you don't
receive double benefits.
(2)
If the total val ue of your benefit is more than $3,500, you may receive
a benefit at age 65 based on your service and earnings as of your
termination date, or you may receive benefits as early as age 55. If you elect
benefits to begin before age 65, your benefit will be reduced to account for
the longer period of time that you'll be receiving benefits. When payments
begin at or after age 60, the amount of the pension will be reduced by 8 %
for each year (.66667% fo r each calendar month) the payments will be
made prior to age 65. If payments begin prior to age 60, the pension will be
reduced by an additional 4% for each year (.33333% for each calendar
month) payments begin before age 60. (For example, payments that begin
at age 62 would be reduced by 24%; at age 58 by 48 % or at age 55 by 60%.)
It is important that you contact your employer to have your benefits start no
later than age 65.
Payments cannot be made while you are employed by a subsidiary or other
organization that is related to your employer through substantial ownership or
control.
Payments cannot begin early if you are employed by another Blue Cross and
Blue Shield organization participating in the National Retirement Trust unless:

Following are other situations affectin g vesting service:
•

If you leave after 5 years of vesting service, but before your 55th birthday:

(1) you work less than 84 hours per month, or
(2) you terminate the employment.
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MAY I CHOOSE THE WAY MY BENEFIT IS PAID?

WHAT WILL MY BENEFIT BE IF I RETIRE
EARLY?

Your benefit will be paid under one of the normal methods described below
unless you choose another method of payment.

If you are eligible to retire at age 62 your benefit will be calculated on the
same formula as for your normal retirement benefit based on your earnings
and credited service at your early retirement date. There is no reduction for
early retirement between ages 62 and 65.

Normal Methods of Payment
If you are single, the normal method of payment for you is a Lifetime Only
pension. This method pays you a monthly pension for life with no benefits to
any beneficiary after you die.
If you are married, the normal method of payment for you is a 50% Joint
Pension. When you retire, this method provides you a reduced lifetime benefit
so that when you die your spouse can receive 50% of your benefit for life. The
amount of your reduced pension will be 95% of your lifetime monthly pension
amount reduced by .48 of one percentage point for each year your age at
retirement exceeds age 55, and further reduced by .48 of one percentage point
for each year your spouse's age is less than your age. If your spouse is older
than you, .48 of one percentage point is added for each year your spouse's age
exceeds your age. The pension payable to your surviving spouse upon your
death will be 50% of the amount of your reduced pension. This coverage is
automatic unless you waive it with your spouse's written approval. This
method of payment works as follows:
In a previous example, Jane's Lifetime Only pension was $ 1 2,000 ($1 ,000 per
month) at age 62. If she was married, her normal method of payment would be
the 50% Joint Pension method. If her spouse was age 65, she and her spouse
would receive the following benefits which are reduced to reflect the longer
period over which benefits are expected to be paid.
Calculation
65
62
(Jane's age)
-62
=-5..5.
7
3
x.48 %
x.48 %
1 .44%
3.36%

(Spouse's age) 95.00%
-3.36%
(Jane's age)
+ 1 .44%
93.08 %

Jane's benefit (Lifetime Only)
times: reduction factor
equals: Jane's Benefit under the
50% Joint Pension

$ 1 ,000.00
x .9308

When Jane dies, her husband will
receive half of her benefit
for the rest of his life

$ 930.80
X .50
$ 465.40

You may retire as early as age 55 if you have 5 years of credited service. If you
retire before age 62 but do not receive benefits until you reach age 62, your
benefits will not be reduced.
If you retire before age 62 and receive benefits immediately, your monthly
benefits will be reduced to extend your total benefit amount over a longer
period of time. When payments begin at or after age 57, the amount of the
pension will be reduced by 8 % for each year (.66667% for each calendar
month) the payments will be made prior to age 62. If payments begin prior
to age 57, the pension will be reduced by an additional 4% for each year
(. 33333% for each calendar month) payments begin before age 57.
Here's how the early retirement reduction works:
Jane's monthly retirement benefit payable at age 62 is $ 1 ,000. She decides to
retire on her 60th birthday and to start receiving benefits right away.
Her benefit at age 62
x 1 6 % reduction
to account for 2 years
of early payments

$ 1 ,000

/month

Jane's monthly benefit at age 60 =-

$ 840 /month

X .84

Thirty days before you retire, you choose whether your payments are to start
immediately or at a later date. Payments are made on the first day of each
month.

$ 930.80

Small benefits - If the total value of your benefit at the time it is to be paid is
less than $3,500, you will automatically receive this value in a lump sum
payment. See "A Word About Taxes" concerning some tax implications of your
distribution.

National Retirement Program
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Service with Another Blue Cross and/or Blue Shield
Organization

Optional Methods of Payment
The program offers many methods of payment so you can select the method
which best meets the needs of you and your family. When you select a method
of payment which provides for benefits to a beneficiary, the amount of the
benefit paid to you will be reduced to take into account the value of the
additional payments anticipated to be made to your beneficiary.

All Plans in the National Retirement Trust give pension credit for service with
other Blue Cross and Blue Shield organizations. Generally, if you have prior
service and are entitled to a pension from another Blue Cross and Blue Shield
organization, that pension will be subtracted from your benefit under this
Program so that you don't receive double benefits. This does not apply to
former employees of Health Options of South Florida who do not receive
pension benefit credit for service prior to July 1, 1985.

Following are optional methods of payment that provide pensions for your
beneficiary:

•

Maximum Benefits
The IRS establishes maximum payments to be allowed under pension
programs. These maximums generally affect only highly paid employees.
They may be adjusted periodically by law. If your benefit is subject to these
maximums, this will be reflected on any benefit estimate you receive.
Effective January 1, 1994, there also is a maximum of $150,000 on the salary
that can be counted in determining a pension benefit. If your salary under the
program was greater than $150,000 prior to 1994, a minimum benefit applies
so you do not lose· benefits previously earned. The maximum compensation
limit will increase in certain years for cost of living adjustments.

To Ensure Fairness
Each year, the Program administrator will test the provisions of this Program to
discover whether all employees are able to take advantage of these benefits on
a fair basis. This is to make sure higher paid employees are not treated more
favorably than lower paid employees. This type of discrimination is unlikely,
but if it happens, adjustments to the Program provisions would be made to
ensure fairness. You will receive notification if any of these changes become
necessary.

Lifetime Pension with a guaranteed payout period (1 0 or 20 Years)

This option provides you with a reduced lifetime benefit with guaranteed
payments over a period of 10 or 20 years, whichever you choose. If you die
before the end of the 10 or 20 year period, payments will continue to be made
to your beneficiary until the guaranteed time period is up. Your spouse or
anyone else you designate may be your beneficiary under this option. If you
are married, your spouse must provide written approval of your designation of
a beneficiary other than your spouse.
The amount of your reduced pension under the 10 year guaranteed payment
option will be 98 % of your lifetime monthly pension amount reduced by .5 of 1
percentage point for each year (.04167 of one percentage point for each
calendar month) your age at retirement exceeds age 55. The amount of your
reduced pension under the 20 year guaranteed p(lyment option will be 90% of
your lifetime monthly pension amount reduced by 1 percentage point for each
year (.08333 of 1 percentage point for each calendar month) your age at
retirement exceeds age 55.
This method of payment works as follows:
In a previous example, Jane's Lifetime Only pension was $12,000 ($1,000 per
month) at age 62. Under the 10 year guaranteed payment option her pension
amount would be as follows:
Calculation
62

M

7
x.5%
3.5%

(Jane's age)

98.0%
-3.5%
94.5%

Jane's benefit (Lifetime Only)
$1,000
x .945
times: reduction factor
equals: Jane's benefit payments $ 945
guaranteed for 10 years

National Retirement Program
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•

Joint Pensions
If Jane had 17½ years of crediteq. service at age 65 rather than 35 years, her
program benefit would be less:

There are three Joint Pension options which provide you with a reduced
benefit during your lifetime and then a percentage of your benefit is paid to
your joint pensioner for life.
•

Full Program benefit
times service multiplier
(17½ years + 35 years)
Resulting Program benefit

The 100% Joint Pension provides you with a reduced lifetime monthly
pension; upon your death, the same amount becomes payable to your
surviving Joint Pensioner for life.
The amount of your reduced pension will be 87.8 % of your lifetime monthly
pension amount reduced by .48 of 1 percentage point for each year your age
at retirement exceeds age 55, and further reduced by .48 of 1 percentage
point for each year your Joint Pensioner's age is less than your age. If your
Joint Pensioner is older than you, .48 of 1 percentage point is added for
each year your Joint Pensioner's age exceeds your age. The pension
amount payable to your surviving Joint Pensioner upon your death will be
the same as the amount of your reduced pension.

•

The 66-2/3 % Joint Pension provides you with a reduced monthly lifetime
pension; upon your death, a pension (66-2/3 % of the amount which was
payable to you) will be payable to your surviving Joint Pensioner for life.

If you were a participant in the retirement program on December 31, 1994 and
your benefit was affected by Program changes effective January 1, 1976 and/or
January 1, 1988, you are covered by a minimum benefits formula so you do not
lose benefits previously earned.
You will always receive the highest benefit regardless of the formula used. If
you want a more detailed description of the minimum benefits formula, please
ask your employer.

The 50% Joint Pension, as previously described, is the Normal Method of
payment if you have a spouse.

National Retirement Program
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$ 5 ,200

If you were a participant in the Retirement Program on
December 5 1 , 1 994.

The amount of your reduced pension will be 92.6% of your lifetime monthly
pension amount reduced by .48 of 1 percentage point for each year your age
at retirement exceeds 55, and further reduced by .48 of one percentage
point for each year your Joint Pensioner's age is less than your age. If your
Joint Pensioner is older than you, .48 of one percentage point is added for
each year your Joint Pensioner's age exceeds your age. The pension
payable to your surviving Joint Pensioner upon your death will be 66 2/3%
of the amount of your reduced pension.
•

$ 1 0,400
x____Ji
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Credited Service

Following are optional methods of payment without pensions for a beneficiary:

Credited service includes all full-time employment with your employer and
prior full-time employment with another Blue Cross and Blue Shield
organization.

•

Lifetime Only This monthly pension which is paid just for your life is an
optional method if you are married.

•

Social Security Adjustment You become eligible to receive Social Security
benefits at age 62. If you retire before age 62, this option will pay you an
increased pension benefit before age 62 to make up for the absence of your
Social Security benefit.

Certain other periods also count as credited service. For example, active
military duty counts as credited service if you are re-employed within the re
employment deadline provided under federal law. Approved or authorized
leaves of absence and temporary layoffs, of up to one year, will be considered
credited service if they occurred after January 1, 1976, provided that you return
or offer to return to work right after the leave or layoff. Part-time service after
January 1, 1976 will also count. Service prior to July 1, 1985 with Health
Options of South Florida does not count as credited service.

Once you reach age 62, your pension benefit will be reduced. Since Social
Security can start at that time, your total retirement income should be
approximately level before and after Social Security. Under this option, in
some cases, benefits will be paid for less than 10 years.

See your employer if you have any questions about how your service is being
credited.

You can also choose a payment option which provides along with the Social
Security adjustment option a continuing pension to a surviving beneficiary.

Calculation Example for Normal Retirement Benefit

See "A Word About Taxes" if the Social Security Adjustment option results
in payments over less than a 10-year period.

Jane was born June 15, 1946, and was hired at 30 on June 30, 1976. She will
retire at age 65 on July 1, 2011. Let's assume her last five years' salaries give
the highest average for Jane, and that she chooses a lifetime only pension
payment.
Year
2010
2009
2008
2007
2006

•

Salary Received
$21,000
20,500
20,000
19,500
19,000
$100,000

Final Average Salary = $100,000 + 5 = $20,000.

In addition, you will receive a notice describing a tax option that may be
available to you which may permit you to postpone payment of federal
income taxes. See "A Word About Taxes" concerning some tax implications
of the lump sum payment option.

Jane's benefit will be figured this way: 70 % of her Final Average Salary will be
reduced by 45% of her Social Security benefit. Assuming her Social Security
benefit is $8,000, her pension will be:
70 % X $20,000
less 45 % x $8,000
for a Program benefit of

Lump Sum You may choose to receive your pension benefits in one lump
sum payment. Choosing a lump sum is a very important decision because
you lose the protection of a guaranteed lifetime income. The lump sum
payment is equal actuarially to the Lifetime Only Pension. Actuarial
equivalents are determined using widely accepted statistical assumptions
as to life expectancy which are set forth in the Program document and an
interest rate based upon one used by the Pension Benefit Guaranty
Corporation, a government agency. Since your lump sum payment is
determined in part by an interest rate that may change any January 1, the
final payment may be higher or lower than a prior estimate depending
upon the interest rate used. The Program provides a booklet which
explains more about the lump sum payment. Make sure to read this booklet
before you elect a lump sum payment.

$14,000
- 3,600
$10,400

Jane's total income from the Program and Social Security will be:
from the Program
from Social Security
for a total
retirement income of
National Retirement Program

$10,400
+ 8,000
$18,000
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Electing The Method of Payment
Choosing the method of payment of your pension benefit is an important
decision. You should carefully consider your own personal financial situation.
Your election of an optional method of payment may be made within the 90 day
period before the date payments are to begin. However, if you make your
election or change a prior election within 30 days of your retirement date, this
may cause a delay in payment.
Once your benefits start under the method of payment you elect, you cannot
later change the method of payment.

Your retirement benefit is considered taxable income when you receive a
distribution from the Program. All or part of that distribution may be subject to
federal income tax withholding at the time of distribution. In general, the
entire amount of your distribution may be subject to the required 20% federal
income tax withholding if it is payable as:

•

A lump sum payment (including required distribution of benefits that are
less than $3,500); or
Payments made over a period of less than 10 years under the Social
Security Adjustment Option.

In addition, the portion of a lump sum payment made to you that is in excess of
the minimum amount required to be distributed if you are age 70½ or older is
also subject to the required 20% federal income tax withholding.
Required Federal tax withholding does not apply to a lifetime only, joint and
survivor, lifetime with a guaranteed payout period or most Social Security
Adjustment optional methods of payment.
You will receive federal taxation and certain other information at least 30 days
before distribution of your benefit.
If your distribution is subject to 20% withholding, as described above, the
federal government offers you the option of avoiding the 20% withholding and
postponing payment of federal income taxes on your distribution by having
your money directly rolled over into another I RS-qualified program or an IRA.
Of course, when you withdraw the money at a later date, it will then be taxed
as income.
For those distributions described above as being subject to the 20%
withholding tax, you may elect to receive part of your distribution and directly
roll over the remaining amount into another program or an IRA as long as the
amount of the transfer is at least $500. Generally, the rollover is mailed
directly to the other program or IRA by the administrator of the Program. You

National Retirement Program

Final Average Salary
This is the average of the highest five consecutive calendar years of annual
earnings out of your last 10 years of credited service. Earnings up to your year
of retirement (but not including it) are considered.

Social Security Benefit
Both you and your employer contribute to the Social Security system over your
working career. This gives you the right to receive a benefit from Social
Security when you retire.

A Word About Taxes

•

Here are some definitions to help you understand how your benefit is
calculated:
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Because employers also contribute to Social Security, retirement programs
often use a percent of the Social Security benefit as a credit against the
retirement benefir, The benefit formula just described explains the way the
credit works in this Program.
From January 1, 1989 through December 30, 1994, the Program included a
maximum Social Security offset provision as a result of a prior tax law. This
maximum Social Security offset no longer applies to the calculation of your
benefit. However, if the maximum offset provision caused you to have a
higher pension, a minimum benefit assures you will not lose any extra
benefits already earned.
When you retire at or before age 65, the Program Administrator will estimate
your age 65 Social Security benefit which will be used to calculate your
Program benefit. If you retire after age 65, your Social Security Benefit as of
your actual retirement date will be used. If you think the estimate of your
Social Security benefit is too high (meaning it lowers your Retirement Program
benefit) you may submit information to allow a review of your benefit. You can
do this in one of two ways.
•

First, you may be eligible for an actual Social Security award; or

•

Second, you may request a history of your actual earnings from the Social
Security Administration.

Give this earnings history or the award to your employer who will forward it to
the Program Administrator. If your actual earnings or the award produce a
lower Social Security benefit, this figure will be used in the Retirement
Program calculation, so your retirement benefit will be higher. You will always
receive the higher Program benefit. If your Social Security award is for a
retirement before age 65, it will be converted to an age 65 amount before
comparing it to the Program Administrator's estimate.

National Retirement Program
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will need to provide a certification that the vehicle to which you intend to
transfer your distribution is qualified to receive the rollover.

WHEN MAY I RETIRE?
Normal Retirement
Age 65 is considered normal retirement age for employees hired before age 60.
If your 65th birthday is the first of the month, your Normal Retirement Date is
your 65th birthday. Otherwise, your Normal Retirement Date is the first day of
the month following your 65th birthday. For example: If you were born April
24, 1931, your Normal Retirement Date is May 1, 1996.
If you were first hired by a Blue Cross or Blue Shield Plan on or after your 60th
birthday, your Normal Retirement Date will be the first of the month following
your completion of 5 years of credited service. If you complete 5 years of
service on the first of the month, your Normal Retirement Date is your 5 year
anniversary date.

Amounts required by law to be paid to you as a result of your reaching age 70½
are not eligible for rollover into another employer's program or an IRA.
Amounts in excess of the required distribution amount, however, are eligible
for direct roll over to another employer's program or an IRA.
If you do not transfer your money directly into another program or IRA, 20% of
your distribution is required to be withheld to pay federal income taxes. This
also applies to that portion of your distribution in excess of the required
distribution amount if you are age 70½ or over.
If you elect to receive your money instead of directly rolling it over, the 20%
withholding applies and you will have only 60 days to re-deposit it yourself into
another program or an IRA in order to defer federal income taxes. You will
receive a Notice briefly describing your tax options along with your Application
for Payment of Pension Benefits.

Early Retirement
You are eligible for early retirement benefits at any age from 55 to 65 after you
have completed 5 years of credited service.

Because the amount of taxes you could pay is determined by many factors, you
should always carefully read the tax Notice and Application for Payment of
Pension Benefits. You should also consult a professional tax advisor before
taking a distribution from this Program. Not all tax considerations are covered
here. For example, the tax Notice discusses the additional 10% tax that applies
to a participant who takes a distribution before age 55 and does not roll it over.

If you choose to retire before age 62 and start receiving benefits, your early
retirement benefit will be reduced to account for the time before age 62 that
you will be receiving benefits. If you retire after age 62, this early retirement
reduction does not apply.

This section only briefly summarizes only some provisions of federal (not state
or local) tax rules that might apply to your payment. The rules are very
complex and contain many conditions and exceptions that are not discussed
above.

Retirement After Your Normal Retirement Date
You may retire at any time after your Normal Retirement Date.

HOW MUCH WILL MY RETIREMENT BENEFIT
BE?
Your annual retirement benefit is calculated according to a specific formula,
called the Final Average Salary formula. Your benefit is:
•

70% of your Final Average Salary reduced by 45% of your Social Security
Benefit.

•

If you have less than 35 years service, the result is multiplied by a service
fraction. The fraction is your years of credited service up to 35 then divided
by 35.

Using your final average salary to compute your benefit will take advantage of
higher earnings at ,the end of your career. This provides built-in protection
against inflation.

National Retirement Program
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WILL MY SPOUSE BE PROTECTED IF I DIE
BEFORE I RETIRE?

WHEN DO I BECOME A PARTICIPANT IN THE
PROGRAM?

You can be assured your death will not leave your spouse without financial
protection. If you die before retirement, a spouse's pension will be paid to your
spouse if these conditions apply:
•

you have 5 or more years of vesting service;

•

your pension payments under any provision of this Program have not
started.

Eligibility
After you have completed one year of participation service and have had your
21st birthday, you are eligible for Program participation.
•

For full-time employees, participation service generally includes all of your
service with your Employer from your most recent hire date. Your prior
continuous service with another Blue Cross and/or Blue Shield Plan or
wholly owned Plan subsidiary will also count. Participation service may
also include some credit for periods of military service, lay-off or leave of
absence.

•

If you work less than full-time, to become a participant you need to
complete 1,000 hours in a 1 2 month period after your hire date or complete
1,000 hours in any calendar year afterward. Of course, like full-time
employees, you also must satisfy the age requirement. Once a participant,
you will continue to participate even if you do not complete 1,000 hours
each year.

If you terminate and are entitled to a vested pension benefit, your spouse will
receive the spouse's pension if you die before your benefits begin.
Your spouse's pension may start with the earliest date that you could have
retired. If, however, the lump sum value of the pension is $3,500 or less, the
entire amount will be paid to your spouse the month after your death. If your
spouse's pension is payable as a lump sum benefit, the distribution may be
rolled over into an IRA to postpone payment of federal income taxes. If the
amount is directly rolled over by the administrator of the Program, the 20%
federal income tax withholding may be avoided. See "A Word About Taxes".
Your spouse will receive a Notice describing this tax option at least 30 days
before distribution of the benefit.

If you terminated and were re-employed after 12 consecutive months, or you
were on a maternity or paternity leave and were re-employed after you had
been gone for 36 consecutive months, you will have to complete another year
of participation service before you can participate again.

The Amount Of The Spouse's Pension
Your spouse's pension will be equal to a percentage of the benefit you had
earned up to the date of your death. This percentage is 50% less 2 percentage
points for each full year between the date the spouse's pension starts and the
date you would have reached age 65.
For example, assume John dies at age 61. He has earned a monthly Lifetime
Only pension of $1,000 up to the date of his death. His spouse's pension will
start 4 full years before his 65th birthday.

Program Participation
Once eligible, you will automatically enter the Program on either January 1 or
July 1, whichever date falls on or follows your completion of the eligibility
requirements. For example:
•

John was hired as a full-time employee on August 1, 1995. His 21st
birthday is December 12, 1995. He completes the one year service .
requirement on August 1, 1996. He actually becomes a participant on
January 1, 1997.

•

Jane was hired the same date as John, but her 21st birthday isn't until
March 26, 1997. Assuming she worked 1,000 hours in calendar year 1996,
she satisfies the Program requirements on her 21st birthday. She becomes
a participant on July 1, 1997.

His spouse's pension is as follows:
His benefit
multiplied by 50% less 8%
(4 years x 2% = 8 %)
equals his spouse's pension =

$1,000
X .42
$ 420

In addition, if your spouse's benefit coverage was in effect anytime from July 1,
1985 through December 31, 1988, your pension benefit will be reduced to pay
for the cost of the coverage during that period. This reduction depends on your
age and the number of months your coverage was in effect during this period
as follows: If you were age 55 or older, the reduction per month would be
.04% ; age 50-55: .02 % ; age 45-50: .01 % ; age 40-45: .0067% ; age 35-40:
.005% ; under age 35: .004%.
National Retirement Program
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If you are not sure if you are a Program participant, please check with your
employer.
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Your Retirement Income

HOW DO I FILE A CLAIM FOR MY RETIREMENT
BENEFITS?

Following is a chart that shows the Income Replacement Goals developed
based on assumptions about taxes and levels of spending for different incomes.
Your income after retirement will be made up primarily of the pension from
your employer and your Social Security benefit. Your Retirement Program has
been designed to fill a big portion of that Income Replacement Goal.

Your Annual Statement
You may request an employee benefits statement which shows estimated
projected pension payments for normal and early retirement. The statement
also gives you an idea of your projected Social Security benefit, and contains
information about your vesting status. You may want to request this statement
as you near retirement age to help you plan your retirement finances. You will
also want to obtain a current estimate within 90 days of your retirement date.

As you can see on the chart, the Total Retirement Income from the Program
and Social Security exceeds the Income Replacement Goal. This means that
an employee with 35 years service usually can retire and maintain the same
standard of living. Employees with less than 35 years service may reach the
Income Replacement Goal with a pension from a prior employer. Otherwise,
any gap between the Income Replacement Goal for your salary level and your
retirement income from your pension and Social Security should be filled in
from your savings and investments.

Filing A Claim
You should submit an application for pension benefits approximately 60 days
before the pension payments are to begin. Your Human Resources
representative has these forms. You need to provide a copy of your birth
certificate and, for joint pensions, your beneficiary's birth certificate. If you do
not submit your request at least 30 days prior to your retirement date, your
benefits may not start on time.

The objective of this chart is to show you what your financial situation may be,
so that you can take an active role in planning for your retirement.
For purposes of this illustration we are assuming you are a:
•
•

Single Employee with
35 Years' Credited Service
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You should receive word on your claim within 90 days after the Program
Administrator has received your claim and birth certificate(s). Sometimes the
processing may take longer than 90 days, but if this happens you will receive a
written explanation and a projected date for the decision. Regardless of the
circumstances, you will receive a decision on your claim within 180 days of the
initial receipt of your paperwork by the Administrator.

If your claim is wholly or partially denied, you or your beneficiary will be given
a written explanation of the reasons for denial of your claim. This explanation
will include the program provisions on which the denial is based, will give a
description of any additional material or information necessary to complete
your claim (and an explanation why such material or information is necessary)
and will explain what further steps you may take if you do not agree with the
denial. If you want your claim reviewed, you need to supply your reasons, and

60

Salary (In Thousands)
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The Decision On Your Claim

If Your Claim For Benefits- Is Denied or You Question the
Amount

10

$15

When you submit your application for benefits, you also need to elect whether
part or all of the pension is to be distributed to you or directly rolled over to
another employer's program or an IRA. If you fail to make a tax treatment
election within 30 days after the application and election form were sent to
you, or if you elect that part or all of your distribution be paid to you, federal
law requires the Program to withhold 20% of the payment made to you and
send it to the IRS as income tax withholding to be credited against your taxes.
See "A Word About Taxes" for more information.
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any evidence to support your reasons, to the Secretary for the Administrator.
This request must be made within 60 days of receipt of the decision on your
claim.

ESTIMATING YOUR INCOME NEEDS AFTER
RETIREMENT

Within 60 days after your request for review is received, a decision will be
made. Special circumstances could cause a delay, but you will be notified in
writing of the reasons for the delay and given an expected date of decision. A
final decision will be made within 120 days of the receipt of your request for
review. You will receive the decision in writing and will be referred to the
specific sections of the Program document which apply.

When your career with us comes to an end, we want you to approach your
retirement years with certainty. Our Retirement Program helps in a big way
and we' ve developed some figures to help you understand how to meet your
financial needs after retirement.

If you do not agree with this decision, you may ask for further review of your
claim. To do this, write to the Assistant Secretary for the Administrator within
60 days of the receipt of the second decision. A program review committee will
consider your appeal.

Your money after retirement tends to go further since you have less expenses
in retirement:

Income Needs Once You Retire

•

you won't have work related expenses such as transportation and meals
away from home;

•

your children may be grown and not relying on you for support;

•

your mortgage will probably be paid;

•

you won't be paying Social Security taxes, since you won't be receiving a
pay check;

•

you won't pay income taxes on your benefits from Social Security unless
your other income plus half of your Social Security totals at least $25,000.

•

you will be in a lower tax bracket because your income will be less; and

•

finally, you won't need to save for retirement because you will be there.

What all of this means is that you will probably need from 60-70% of your pre
retirement income to maintain your same standard of living. This is your
Income Replacement Goal.

National Retirement Program
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WHAT IF I RETIRE , THEN DECIDE TO GO BACK
TO WORK?

HIGHLIGHTS OF YOUR PROGRAM
•

Normal retirement is usually at age 65.

•

You may take early retirement at age 55 after 5 years of credited service.

•

You generally may retire from your employer at age 62 with no reduction in
benefit.

If your pension benefits have started and you want to go back to work, you
should consider how this will affect your pension payments. There are a
number of criteria which apply depending on your age, the number of hours
you will work and who is your new employer.
You can continue to receive your pension if your new employment is with an
employer not related to this employer or to another Blue Cross and Blue Shield
organization that participates in the National Retirement Trust. You can also
continue to receive your pension if you are age 70½ or over, but only if you
become age 70½ after January 1, 1988. Otherwise:

•

If you leave after 5 years of vesting service, you will be entitled to a benefit.

•

If you die before retirement, protection is available for your spouse,
provided you have completed 5 years of vesting service.

•

You have options as to the ways you receive your benefits. Therefore, you
can pick the option that best meets your needs.

If you are re-hired by this employer, your pension will be suspended for any
month you work at least 84 hours. If you work less than 84 hours your
pension will still be suspended if you:

•

You receive credit for service with other Blue Cross and/or Blue Shield
Plans.

•

are again a participant in the retirement program;

•

Your employer pays the entire cost of your Retirement Program.

•

work at least 40 hours a month; and

•

are under age 65.

These same benefit suspension rules apply if you work for another
organization related to this employer through substantial ownership or
control.
If you are hired by another Blue Cross or Blue Shield organization that
participates in the National Retirement Trust, your pension will be
suspended if you are under age 65 and work at least 84 hours a month. If
you work fewer hours or are over age_ 65, your pension will continue to be
paid.
If your pension has been suspended, it will start again after your employment
ends or is less than the maximum number of hours allowed. Also, if you reach
age 70½ after January 1, 1989, your pension will start again by April 1 of the
year after you reach age 70½ regardless of the number of hours you are
working. If you reach age 70½ during 1988 and are covered by a transition
provision, your benefits will start later. If you earned any additional pension
benefits from your re-employment, your pension payments will be adjusted.

National Retirement Program
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WHAT ARE MY RIGHTS UNDER THE PROGRAM?
Employee Rights

Your retirement years open up a new lifestyle, a new frame of mind, and
perhaps even a new living environment. We hope these years will be full of
the activities you want to pursue.

As a Program participant you have the right to:
•

Examine the Program documents in the Administrator's office or your
employer's Human Resources office. You may also review any annual
reports or descriptions filed with the Department of Labor.

•

Receive a Summary Program Description which points out the main
features of your Program.

•

Make a written request for any documents pertaining to the Program (you
may be charged for copies of the documents).

•

Receive a summary of the annual financial report on the Program.

•

Receive a statement of your pension benefits at your Normal Retirement
Date. You will be told whether you will receive a benefit at your Normal
Retirement Date, and how long you have to work to be vested in your
pension benefit.

Your employer wants to help you achieve the financial security you will
need to enjoy your retirement years. This part of your financial support,
your Retirement Program, is maintained solely by funds from your BJue
Cross and Blue Shield employer. You also receive Social Security benefits
which are funded jointly by you and your employer. A third source of
retirement funds is your own savings. These three sources should work
together to provide enough income to meet your retirement lifestyle needs.
This description of your Program is effective as of January 1, 1995, and applies
to all active Program participants.
Separate program descriptions that highlight the major provisions of the
Program are prepared for retired, terminated vested and other participants
who have transferred to another Blue Cross or Blue Shield organization.
For any such participant, the amount of the retirement benefit and other
provisions are determined in accordance with the terms of the Program in
effect on such participant's last day of active employment with the
employer.

You may not be fired or discriminated against for exercising your rights.

Responsibility of the Administrator
The people responsible for your Retirement Program are entrusted with the
funds that are used to pay your benefits. All of the people involved in the
Program operation are known as "fiduciaries" and are charged with operating
the Program only in the interest of the beneficiaries of the Program.

Steps You Can Take To Protect Your Rights
•

If your claim is denied, follow the review procedure outlined under How Do
I File A Claim For My Retirement Benefits?

•

If your claim continues to be denied, or if the Administrator does not
respond within thirty days to your request for copies of Program materials,
you may file suit in a state or federal court. In such case, the court may
require the Administrator to provide the materials and pay you up to $100 a
day until you receive the materials, unless the materials were not sent
because of reasons beyond the control of the Administrator.

•

If you do go to court, the court will decide who will pay court costs. If your
claim is found to be frivolous, you may have to pay the court costs.

•

If you are discriminated against, or you think the Program's funds are being
used incorrectly, you can call or write the nearest Area Office of the U. S.
Labor-Management Services Administration, Department of Labor.

National Retirement Program
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Please keep in mind that this is only a general summary of the provisions of
the complete legal documents that govern the Program, its administration
and the payment of benefits. This general summary is designed to highlight
certain of the most important provisions that govern the Program. It does
not contain every detail or the specific terms of the Program. The rights and
obligations of participants and beneficiaries under the Program are
governed by the legal documents. If there is any conflict between what is
said in this summary program description and the language of the
program itself as set forth in the legal documents, the Program
document language will prevail. You can examine these documents
without charge or receive your own copy by contacting your employer.
This Retirement Program is sponsored by your employer, Blue Cross and Blue
Shield of Florida, Inc., as part of the National Retirement Trust. This trust was
formed to provide the financial and legal resources to help member Plans offer
retirement benefits to their employees. Your employer has a list of other Plans
participating in the Trust.
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WHAT IF THE PROGRAM IS TERMINATED?
Page
May I Choose the Way My Benefit Is Paid?
Normal Methods of Payment
Optional Methods of Payment
Electing the Method of Payment
A Word About Taxes

Will My Spouse Be Protected If I Die Before I
Retire?
The Amount of the Spouse's Pension

How Do I File A Claim For My Retirement
Benefits?

Your Annual Statement
Filing A Claim
The Decision On Your Claim
If Your Claim For Benefits Is Denied Or You Question the Amount

What If I Retire, Then Decide To Go Back To
Work?
What Are My Rights Under the Program?
Employee Rights
Responsibility of the Administrator
Steps You Can Take to Protect Your Rights

What If The Program Is Terminated?
Insurance for this Program

How Is The Program Funded and Administered?

If the Program is terminated, all benefits as of the termination date would
become payable regardless of whether or not you have completed 5 years of
vesting service. Benefits would be paid in lump sums or in annuity contracts,
and would be equal to the full benefit calculated under the benefit formula
described earlier, as long as Program assets were sufficient.

14

14
15
18
18

If assets were not sufficient to pay full benefits, the assets would be allocated
based on priorities established by law.

Insurance for this Program

20

20

Benefits under this Program are insured by the Pension Benefit Guaranty
Corporation (PBGC). Generally, the PBGC guarantees most vested normal
retirement benefits, early retirement benefits and certain survivor benefits.
However, the PBGC does not guarantee all types of benefits under covered
programs, and the amount of benefit protection is subject to certain limitations.
The PBGC guarantees vested benefits at the level in effect on the date the
Program terminates. However, if a Program has been in effect less than five
years before it terminates, or if benefits have been increased within the five
years before it terminates, the whole amount may not be guaranteed. In
addition, there is a ceiling on the amount of monthly benefit that the PBGC
guarantees. The ceiling is adjusted periodically.

21

21
21
21
21

25
24

If you would like additional information about PBGC insurance protection and
its limitations, you may contact your Program Administrator or the PBGC
Office. Inquiries to the PBGC should be addressed to:

24
24
24

PBGC
2020 K Street, N.W.
Washington, D.C. 20006

25

25

26

The PBGC Office may also be reached by calling (202) 254-4817.
If Program termination is ever likely, you will receive specific information.

7/95

ii
National Retirement Program

Page 25

HOW IS THE PROGRAM FUNDED AND
ADMINISTERED?

Your Retirement Program

The Program is a defin ed benefit pension program. It is called the Non
C ontributory Retirement Program for C ertain Employees of Blue Cross and
Blue Shield of Florida, Inc. because it is funded solely by your employer. You
do not pay anything to be covered by the program.

Program Administrator:
N ational Employee B enefits C ommittee
Blue Cross and Blue Shield Association
676 North St. Clair Street
Chicago, Illinois 606 1 1
(3 1 2)440-643 1

Program Sponsor:
Blue Cross and Blue Shield of Florida, Inc.
532 Riverside Avenue
Jacksonville, Florida 32202
(904) 79 1 -6 1 1 1

Employer Identification Number: 59-201 5694
In addition, Florida C ombined Insurance Agency, Inc. (EIN #59- 1 098056)
participates in the Program aiong with Blue Cross and Blue Shield of Florida,
Inc.

Type of Pension Program
Defined benefit pension program

Type of Administration
C ontract administration

Program Funding
Your employer' s retirement program does not require employee
contributions; it is funded solely by employer contributions at no cost to you.
Your employer makes contributions to the National Retirement Trust Fund
in the amount determined by the annual actuarial valuation using an
experience rated funding method. The method is designed to develop
sufficient assets in the Trust Fund so that funds should be available to pay
benefits to eligible retirees and beneficiaries.
National Retirement Program
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Page

Introduction

1

Highlights of Your Program

2

Estimating Your Income Needs After Retirement
Income N e eds Once You Retire
Your Retirement Income

3
4

When Do I Become A Participant in the Program?
Eligibility
Program Participation

5
5
5

When May I Retire?
N ormal Retirement
Early Retirement
Retirement after N ormal Retirement Date

6

3

6

6
6

How Much Will My Retirement Benefit Be?
Final Average Salary
Social Security Benefit
Credited Service
C alculation Example for Normal Retirement B enefit
If You Were a Participant in the Retirement Program
on December 3 1 , 1 994
Service With Another Blue Cross and/or Blue Shield Plan
Maximum Benefits
To Ensure Fairness

9
10
10
10

What Will My Benefit Be If I Retire Early?

11

What If I Continue Working After My Normal
Retirement Date?

12

What Is Vesting Service?

12

What Happens If I Leave Before Retirement Age?

15

6
7
7

8
8

Program Trustee
(Holds Program assets and makes benefit payments.):
Bankers Trust Company of New York
P. 0. Box 1250
Church Street Station
New York, New York 10008
Program Actuary
(Advises your employer how much to contribute to the Program each year to
meet legal funding requirements. The amount is calculated using an approved
funding method and reasonable actuarial assumptions.):
The Wyatt Company
Chicago, Illinois
Program Year:

January 1 to December 31

Program Number:

001

Agent for Service of Legal Process
Legal process may be served on:
Executive Director
National Employee Benefits Administration
Blue Cross and Blue Shield Association
676 North St. Clair Street
Chicago, Illinois 60611
In addition, legal process may be served on the Program Administrator or
the Program Trustee.
h:\04200\anna\1 995spd\090nrp .doc
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Summary Program
Description
for the Retirement Program

Sponsored by

Blue Cross and Blue Shield of Florida, Inc.

An independent licensee of the Blue Cross and Blue Shield Association

NON-CONTRIBUTORY
NATIONAL
RETIREMENT
PROGRAM
Summary Program Description
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Compensation & Benefits

S U BJ E CT: SUMMARY PROGRAM DESCRIPTION FOR THE NON-CONTRIBUTORY
NATIONAL RETIREMENT PROGRAM

Attached is the Summary Program Descri ption (SPD) for Blue Cross and Blue Sh ield of Florida's
Non-Contributory National Retirement Program. This SPD for the retirement program has been
updated in response to recent changes in the federal laws that include:
• a change i n the Social Security offset provisions to delete the use of a maximum Social
Secu rity offset, and a correspond ing minimum benefit provision to protect benefits accrued
through Decem ber 30 , 1 994;
• the addition of a m i n i m u m benefit provision resulting from the reduction i n the maximum
compensation l i m it to $1 50, 000; and
• the addition of the cu rrent direct rollover rules.
Should you have any questions concern i ng this progra m , please contact either S h i rley Troutman
at 904/791 -6408 or Ki m Peri Lambert at 904/791 -6790 i n the Compensation and Benefits
department.
Attachment
/kpl

Blue Cross and Blue Shield of Florida, Inc. is an Independent Licensee of the Blue Cross and Blue Shield Association.

